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Note
To take advantage of several years of experience in implementing the
Uniform Financial Reporting Plan in several states and of revisions

in NAIC Form 9, the Uniform Finahcial Reporting Plan was revised in

© March 1978. This document reflects all such revisions and supercedes

the March 1977 version.



UNIFORM FINANCIAL REPORTING PLAN

INTRODUCT [ON _
_Over the past several years, the level of regulatory activity in title
insurance in the several states has increased markedly, and the amount

of data required by regulatory authorities has substantially increased.
'Recognizing that this increase in regulatory requirements has important
~implications for the administrative costs borne by ALTA member companies,
the ALTA Research and Accounting Committees, in cooperation with Arthur
D. Little, Inc., have developed guideliﬁes which may help ALTA member com-
panies in organizing their efforts to address the regulatory data collec-

tion problem.

There are two general types of data required by regulatory authorities:
statistical data, which describe the book of business written by insurers;
and financial data, which describe the profitability of the title insur-
ance enterprise. Both typeé of data are necessary for compliance with
regulatory data requests; however, the methods appropriate for the collec-
tion of the two types differ substantially. The present document addresses

only the problem of financial data collection.

The experience of the past few yearsbhas shown that the economic methods
appropriate for title insurance rate analysis in any state require the
construction of full income statements and balance sheets for individual
state operations. Further, it has become clear that reliable figures in
any one state can only be constructed if reports are prepared on a fully
consolidated basis for all title insurance-related members of a holding
company group, andvif a consistent set of allocation rules is used by each

company fn its reports prepared for use in all jurisdictions.
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The Uniform Financial Reporting Plan presents a framework for prépéring
consistent and reltable information. Its basic source of data is the-
NAIC Form 9, and it also draws updn management accounting information.

By preparing the Uniform Financial Reporting Plan schedules in conjunction
with Form 9 on an annual basis, companies can be assured of being able

to mget*any future regulatory request for state profitability data at

minimal cost.

The Uniform Financiaf Reporting Plan is meant only as a suggested quide
to action, and some companies may choose to accumulate data in alternate
ways. However, companies adopting alternate methods should keep in mind
vthe need to treat the issues of consolidation and allocation in a uniform

manner in order to meet known regulatory requirements.



GENERAL INSTRUCTIONS

The Uniform Financial Reporting Plan includes schedules for carrying out
three basic steps:

1. Consolidation of the financial results of all title insurance
related members of a holding company group, including under-
writers and owned or controlled agents/underwritten companies;

2. Allocation of the consolidated results to individual states;
and

3. Swmmarization of each state's results in a form suitable for

economic analysis.

While the Plan has been kept flexible to allow its use by companies with
widely differing operating and accounting environments, there are some
general principles which all companies should keep in mind when complet-

ing the Plan.

Consolidation

The fundamental reporting unit for the Plan is the Group, defined as all
titlé insurance-related companies under common mojority ownership or con-
trol, such as underwriters and owned or controlled agents/underwritten
companies which fi]é or use rates jointly., A full consolidation for both
the income statement and the balance sheet of all comoanies within the
Group must be performed to eliminate all fntra-Group transactions and/or
holdings. Minority interests in income and equity in companies included
in the consolidation is not to be etiminated but will be included in con-

- solidated income and net worth.




Alocation .

The Plan doés not mandate allocation rules except for certain items of
non-operating income and expense and certain items on the balance sheet.
However, it does require that consistent allocation rules be used, and

to that end draws a distinction throughout between items which are identi-
fiable and those which are non-identifiable as to operations in a single
jurisdiction. Participants in the Plan must eliminate all identifiable
items from the total pool, and carry out consistent allocation procedures
for each non-identifiable residual item in order to obtain the individual
Jurisdiction "loadings.” The sum of the allocations to all jurisdictions
for each non-identifiable item must equal the consolidated total for that

item.

The notes to the Plan schedules provide some guidelines for distinguishing
between identifiable and non-identifiable items. The most important of
these rest on the principle that the investment portfolio and its attendant
income are strictly non-identifiable as to state, as are all liabilities,
surplus, and other funds with the exception of loss reserves, statutory

reserves, and possibly some short-term payables or prepayments.

Summarization

The Plan schedules used for consolidation and allocation maintain a level
of detail comparable to that on pages 2 through 4 of Form 9. In order to
use the results of these steps in economic analysis, it is useful to group
various financial quantities into aggregates. Thus, the consolidgtion and
.allocation schedules really serve as worksheets which form the backup docu-

mentation for the summary schedules.



A Note on Revenue Accounting

There are significant differences from juriédiction to jurisdiction in the
statutory reporting of sales revenues. Therefore, the Plan requires that
all revenues be reported gross as to agents'/underwritten companies'
commissions/retentions. Further, sales of title evidence must not be netted
against production expenses in the Plan schedules, but must alsc be reported

on a gross basis in both revenue and expense accounts.

The Plan gives broad recognition to all sources of operating income accru-
ing to title insurers. For companies included in the consolidated state-
ments, all sources of revenue (both filed and non-filed) must be included;
for non-consolidated agents/underwritten companies, all filed rate revenues
as well as all oth;r revenues in which the underwriter participates must be
included. Thus, Line 3 of Schedules Al, A2, and A3 should include all risk,
work, escrow and service charges to the extent that such are either a part of
a filed rate or part of the underwriters' participation with the agent. The
full agents' retention with respect to these items should be included in

Lines 1 and 2 and reported in Line 9 of Schedules A], A2, and A3,

A Note on Reconciliation to Other Filed Documents

In addition to preparing the Plan schedules, each participating company
Group should maintain adequate backup documentation for all its allocation
procedures, and should be prepared to reconcile its entries with similar
entries on all other filed documents, including Form 9 and special state
profitability and statistical reports. Reconcilability does not mean that
all entries must be identical; rather, it means that differences must be

identified and explained.



WORK SCHEDULES AND SPECIAL INSTRUCTIONS

The -Uniform Financial Reporting Plan consists of nine work schedules:

Schedules A-1, A-2, and A-3 are for consolidation, allocation
and summarization, respectively, of the income statements of

the reporting Group.

Schedules B-1, B-2, and B-3 are for consolidation, allocation
and summarization, respectively, of the asset side.of the

balance sheets of the reporting Group.

Schedules C-1, C-2, and C-3 are for consolidation, allocation
and summarization, respectively, of the liabilities, surplus, and

other funds side of the balance sheets of the reporting Group.

These nine schedules provide a consistent source of data for the prepara-
tion of the experience reports required in various jurisdictions. The
schedules do not, in themselves, constitute experience reports; rather,
companies should maintain these schedules as back-up documents for the

specific reports required.




Schedule A-1 - Income and Expense Consolidation - Special Instructions

N.B. Reyénue and expense items must be adjusted from their Form 9
values so that revenues are reported gross as to agents'/under-
written companies' comnﬂssidns/retentions. Further, sales of
title evidence must‘not be netted against production expenses,
but must be shown on a gross basis in both revenue ahd expense

accounts.

Underwriter Columns are entered from the Form 9's of all underwriters

included 'in the company Group.

Agent/Underwritten Company columns are entered from the financial state-

ments of all agents/underwritten companies included in the consolidation.

Consoiidating/Elimination Entry columns are provided to adjust for all
intra-Group transactions, primarily commissions/retentions, reinsurance,

and sales of title evidence.
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Schedule A-2 - Income and Expense Allocation ~ Special Instructions

S,

N.8.

The symbol "I" next to a line item title indicates that
the tine item is strictly identifiable as to state; the
symbol “N"‘indfcates that an item {s strictly non-identi-
fiable as to state; the symbol "B" indicates that an item

may have both identifiable and non-identifiable components.

~ Lines 1 through 31 are to be completed using the general principles of

allocation discussed in the General Instructions to the Plan. Please

note in particular that:

Sales {Lines 1 through 3) must be shown gross as to agents'/
underwritten ;ompanies‘ commissions/retentions and gross as
to sales of title evidence netted against production expenses
in the statutory accounts. All income associated with a
particular real property transaction should be assigned to
the state in which the property is locateq. frrespective of

where the transaction is consummated.

Reinsurance (Lines 4 and 5) may include both facultative
and treaty components. Facultative reinsurance, assumed or
ceded,-is to be assigned to the State in which the covered
risk is located. Treaty‘reinsurance must be allocated among

states on an equitable basis.

Net Increase in Statutory Reserves {Line 6) must be reported
as actually established based on changes in the book of

business for each state.



Losses and Loss Adjustment Expenses (Line 8) directly associated
with a particular risk mgst be assigned to the state in which the
risk 1s located. Non-identifiable loss expenses, such as the
salary cost of claims department staff and their related occu-
Pancy costs, must be allocated among states on an equitable

basis.

Debt service expense (Line 32) must be allocated among states

proportional to debt funds in each state (Schedule C-3, line 6).

Investment items (Lines 33 through 38) must be allocated among
states proportional to total capital in each state (Schedule
C-3, line 7 ).

10
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Schedule A-3 - Income and Expense Summary - Specfal Instructions

The entries in Schedule A-3 are drawn from Schedule A-2. Special require-
ments in particular Jurisaictions may require different definitions of -
the portion of'gross sales identified as "underwriting and examination
fees" (Line 1) versus "other service income" (Line 2); otherwise, the

following reconciliation schedule should hold exactly:

Schedule A-3 Schedule A-2
State Columns or
State Column or Total Column Total A1l States Column
Line # must equal Line 4, Subcolumn
3 3, identifiable
4 ‘ 4, identifiable plus non-
identifiable
5 5, identifiable plus non-
identifiable
6 " 6, identifiable
7 7, identifiable plus non-
jdentifiable
8 8, identifiable plus non-
" identifiable
9 ’ 9, identifiable
10 : 31 less 8 and 9, identifiable
n 31 less 8, non-identifiable
12 ' 31, identifiable plus non-
identifiable
13 : 32, non-identifiable
6 o 33, non-identifiable
17 34, non-identifiable
18 ' 35, non-identifiable
19 R 36, non-identifiable
20 37, non-identifiable
21 : 38, non-identifiable

12
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Schedule B-1 - Asset Consolidation - Special Instructions

Underwriter columns are entered from the Form 9's of all underwriters in-

cluded in the company Group.

-

Agent/Underwritten Company columns are entered from the financial state-
ments of all agents/underwritten companies included in the consolidation.
The assets of subsidiary companies which do not maintain statutory books
may be treated as admitted, non-admitted, or some combination as is con-

venient,.

Consd]idating/Eiiminating Entry columns are provided to adjust for all
intra-Group holdings, primarily suhsidiary stock held, intercorporate

debt, and intercorporate receivables and payables.

14
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Schedule B-2 - Asset Allocation - Special Instructions

N. B. The symbol "I" next to a line item title indicates that the
Tine item is strictly identifiable as to state; the symbol
“N" indicates that an item is strictly non-identifiable as

both identifiable and non-identifiable components.

|
i
to state/ the symbol "B" indicates that an item may have
Identifiable assets inglude such items as title plants, deposits with
county recorders, and assets of branch offices conducting business in
% | , only one state. It does not include any investment securities, even {f
1 they are held in satisfaction of the requirements of a particular

jurisdiction.

Non-identifiable assets include all other assets of the reporting Group,
primarily investment securities, headquarters facilities, and the assets
of regional offices. Assets of regional offices are to be allocated among
states within the region on an equitable basis. The remaining non-

identifiable assets are to be allocated in two steps:

1. To the ektent that identifiable assets plus allocated regional
office assets in a state fall short of identifiable 1iabilities (cf.
Schedule C-2), non-identifiable assets are to be assigned to the
state to remove the shortfall.

2. The balance of non-identifiable assets is to be allocated among all

states on an equitable basis.

16



Real estaté owned may be 1dent1fféble or non-identifiable. Real property
acquired in satisfaction of claims should be treated as non-identifiable.
Real property used in the conduct of business should be treated as non-
identifiable if occupancy charges are made against income. A1l real

estate held must be reported gross as to encumbrances.

17
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| Schedule B-3 - Asset Summary - Special Instructions

The entries in Schedule B-3 are drawn from Schedule B-2. The following

reconciliation schedule should hold exactly:

Schedule B-3 Schedule B-2
, State Columns or
State Column or Total Column Total A1l States Column

Line # must equal Line #, Subcolumn
8, identifiable
18 less 8, identifiable
18, non-identifiable

18, identifiable plus non-
identifiable

21, identifiable
27 less 21, identifiable
27, non-identifiable

27, identifiable plus npon-
identifiable

9 28, identifiable plus non-
identifiable

oW N e

W N O O
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Schedule C-1 - Liabilities, Surplus, and Other Funds Consolidation-
Special Instructions '

Underwriter columns are entered from the Form 9's of all underwriters

included in the company Group.

Agent/Underwrittén-Company columns are entered from the financial state-

ments of all agents/underwritten companies included in the consolidation.

Consolidating/Eliminating Entry columns are provided to adjust for all
intra-Group holdings, priinarﬂy subsidiary stock held, intercorporate

debt, and intercorporate receivables and payables.
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Schedule C-2 - tiabilities, Surplus, and Otﬁer Funds Allocation -
Special Instructions '

N.B. The symbol "I" next to a line item title 1hd1cates that
the 1ine ftem is strictly identifiable as to state; the
symbol "N" indicates that an item is strictly non-identifiable
as to state; the symbol "B" indicates that an item may have
both identifiable and non-identifiable components.

Identifiable funds include loss reserves, statutory reserves, and possibly

some short-term payables or prepayments.

Non-identifiable funds include all other liabilities (including encum-
‘brances on real estate), statutory surplus, special reserves, and the
contribution to surplus of non-admitted assets. All non-identifiable
funds line items must be allocated to each state using a constant ratio
that balances each state balance sheet. The allocation ratio to be

applied is therefore

Ratio = State Assets - State Identifiable Funds
Total Assets - jotal Identifiable Funds

In carrying out the allocation, it is important to carry at least eight

decimal places in this ratio tn order to ensure balance sheet closure.

23
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- Schedule C-3 - Liabilities, Surplus, and Other Funds Summary - Special
: Instructions

The entries in Schedule C-3 are drawn from Schedule C-2. The following

reconcilfation schedule should hold exactly:

Schedule C-3 Schedule C-2

- State Columns or
State Column or Total Column Total A1l States Column
Line # must equal Line #, Subcolumn

1 1(a) plus l(p), identifiable

2(a) plus 2(b), identifiable

22, non-identifiable

23, non-identifiable

8 plus 9 plus 16, non-identifiable

Qo N & W N

17 less 1 less 2 less 8 less 9
less 16, identifiable plus non-
identifiable

9 24, identifiable plus non-
" identifiable

25



UNIFORM FINANCIAL REPORTING PLAN
. _ ) ‘
SCHEDULE C-3 - LIABILITIES, SURPLUS, AND OTHER FUNDS

Company

CALENDAR YEAR ENDED DECEMBER 31, 19

State #1

‘State #2

State #N

" Total
A1l States

Statutory ReServesS.......coeeeceetecrsccsoconnacas
Surplus as regards Policyholders.................
noanqucndoa to Surplus of Non-Admitted Assets...
Net Worth (3 + &) .. .icuiiiiiirinieceoracnnnnnnnnns
Total Debt FUNAS.....coceieerevieronnseascanannes

W R N Ot & N~

gvﬁwwﬂ Aﬂ +N+m+mv.'.QC...'O.‘O‘I.CQ..O...CO'
Other LiabilitiesS.eeeeceiecensereoacacacencssssosoncas
TOTAL LIABILITIES, SURPLUS AND OTHER FUNDS (7 + 8).....

LOSS RESBYVES. .o ovveetossenassanatosssasasasonsscsonne

26
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